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KEY ECONOMIC INDICATORS: REPUBLIC OF CHINA 


All values in million US$ unless otherwise specified 


Exchange rate as of June 30, 1972 US$1.00=NT$40.00 


A B c p/ pa/ 
Cumulative % Rate of 
Item 1970 1971 1972 Change Growth 
Income, Production t 
GNP at Current 31) 5,461 6, 237% 7 sl 72ay 15.0 14.6 
GNP at Constant 1966. Prices (12/31) 4,575 5, 096" 5,632, 10.5 11.0 
Per Capita GNP,Current Prices(US$)(12/31) 374 418% 47005 12.5 12.1 
Fixed Capital Investment (12/31) 1,235 1,407 1,695 20.5 16.3 
Indices: (Base Year) = 100 ‘. 
Industrial Production (1966)(6/30) 197.4 238.9 288.7" 27.1 21.9 
Agricultural Production(1966) (12/31) 117.9 1203 na. na. 4.13/ 
Avg. Labor Productivity(1968)(5 iy 127.0 132.0 146.8 9.2 9.6 
Avg. Industrial Wage(1968)(5/31 126.4 138.6 147.1 7.5 10.3 
Employment (1,000 persons) 5,042 5,hh0 oi > a 5.03/ 
Avg. Rate Pe ce (%) (4/30) 3.2 2.8 2.5 <-16.2 -16.6 
Money and Prices 
eat 6/30 877 1,142 1,274 25.8 25.8 
Public Debt ee eee (6/30) 226 245 237 0.2 8.9 
External Debt (6/30) 1,039 1,216 1,283 . 13.8 22.6 
External Debt Service Ratio (%)(6/30) 4.9 5.6 5.2 
Interest Rate (Comm'l, prime)(%)(6/30) 12.6 12.0 11.3 ~6.3 5.5 
Indices (Base Year) = 100 
Retail Prices (1966)(6/30 117.5 120.5 124.5 4.1 3.4 
Wholesale Prices (npeef630) 103.8 103.8 107.4 4.0 2.3 
Balance of Trade and 
Gold & Foreign Exchange ae (6/30)3/ 623 841 1,068 36.6 3707 
Balance of Payments ( ) 206 227 N.&. nea. 33.92/ 
Balance of regs ( 6/30 +34, +146 +22 ~60.6 ~ 
(6/30 1,562 2,136 1,362 37.1 38.2 
U.S. Share (6/39)9/ 579 883 56, Moh. abe 
Imports (6/30 1,528 1,990 1,341 42.8 33.3 
U.S. Share (6/30)/ 4,63 5 15k 42.2 36.5 


59 
Main Imports from US (1972)(US$ Millions): Machinery, 161.0; Farm products, 88.7; 


eee & electronic equip. & materials, 47.6; transportation equip., 36.3; cotton 
& other textile materials, 27.7; chemical elenents & compounds, 26.3; ferrous & non- 
(First half 1972 only) 


Footnotes: 1. C/same cumlative portion of B. 


2. Arithmetic average growth rate for period indicated (1970-72) measured on 
anmal basis of current year to date. 


ferrous metals, 21.5; pulp & paper, 5.9. 


3. For 1970 and 1971 only. 


4. For manufacturing sector only & combinations of wages for both white & blue 


collar personnel. 


5. Based on the balance sheet of all financial institutions. 


6. 


* 


Foreign Exchange Transactions. 


Official preliminary 


** Unofficial estimate 





SUMMARY 


During the first half of 1972, the Republic of China's economy 
continued to enjoy vigorous growth. Led by a booming construc- 
tion industry, overall industrial production was up 27 percent, 
an all time high. While nearly all industries shared in the 
rapid expansion, electronics was the standout in the manufactur- 
ing sector. This industry was first in both production and 
export growth and in time may surpass textiles as the island's 
most important manufacturing sector. 


Foreign trade continued its rapid gains of the previous year. 
Total trade in the first half increased almost 40 percent, 
reaching a level of US$2.7 billion. The United States benefited 
substantially from expansion with exports to Taiwan, primarily 
in machinery and industrial equipment, up 42 percent. Expect- 
ations are that United States-Taiwan trade will surpass the 

US$2 billion mark in 1972 and that the US share of the mrket 
will show some gains. 


Barring any natural disasters (e.g. typhoons) on Taiwan during 
the second half year, real GNP is expected to rise between 10.5 
and 1] percent for the year. With a strongly resilient economy 
and a substantial expansion of the industrial base under the 
new Four Year Plan beginning in 1973, Taiwan will become an 
increasingly attractive market for U.S. products. Investment 
opportunities never looked better: in addition to producing for 
export, many foreign investors may have the opportunity to 
explore the growing potentialities of an expanding domestic 
market. 








A. CURRENT ECONOMIC SITUATION AND TRENDS 


1. Continued Rapid Growth Features First Half 


a. Taiwan's economy continued to move ahead at full speed during 
the first half of 1972. Total industrial production rose at an all time 
peak rate of 27.1 percent, paced by a torrid construction boom (residential 
and non-residential construction was up 48% over first half 1971 levels). 
This wes followed by other elements of industrial growth in manufacturing, 
up 28%; utilities, 16%; and mining, 5%. Only the laet showed a slower 
rate of growth than during the corresponding period in 1971. Given present 
trends, it now appears GNP growth, in real terms, for 1972 will be between 
10.5 and 11 percent. 


Almost all industries shared in the rapid expansion. The most 
dramatic gains were in electronics (see Sect. 2 below) where production of 
television sets increased 132 percent, with a total of 1.7 million sets - 
almost equal to the total production for 1971. Production of transistor 
radios rose 63% and electronic components 61%. Despite "voluntary" textile 
export quotas on shipments to the United States, the textile industry, 
contrary to some expectations at the beginning of the year, has continued 
to show impressive growth. Production of synthetic fibers rose about 40%; 
and total exports of all textile products increased a respectable 25%. 
Other export industries demonstrating rapid growth include: mshroom canning, 
up 84%; sewing machines, 65%; plywood 61%; and plastics 40%. That the 
domestic market was also booming is indicated by the fact that in the 
first six months production of air-conditioners rose over 100%; motor 
vehicles — reversing a previous fall-off in output — up by 114%; and 
refrigerators by 30%. 


b. The foreign trade sector remains bouyant. Total trade reached 
US$2.7 billion, an increase of almost 40 percent over first half 1971 
levels. A rapid increase in imports — primarily industrial equipment 
and machinery — rose 43 percent. Exports also moved up sharply - 37 percent - 
however the larger gains in imports resulted in a decline in the trade surplus 
to US$22 million compared with the US$55 million in the first half of 1971. 
Since a significant portion of imports were financed by foreign bank credits 
(the U.S. Export-Import Bank played a significant role), the overall Balance 
of Payments resulted in a record high buildup of foreign exchange reserves 
of nearly US$230 million. Total reserve assets now stand at over US$ one 
billion. Although textiles remain the number one export item, exceedingly 
rapid growth was noted in electronic products (up 81%); footwear and 
leather goods (56%); and wood products -—- chiefly plywood, up 43%. 





Trade with the United States (see Sect.B-2 below) showed 
particularly good gains. Total trade with the United States grew 38 
percent compared to 27 percent with Japan. Despite the fact imports from 
the United States increased more than exports to that country, Taiwan's 
trade surplus with the United States still increased slightly from US$101 
million to US$110 million. The trade deficit with Japan, however, rose 
21 percent, reaching US$276 million, despite a slowdown in trade grewth 
between the two countries. Trade with the United States and Japan still 
accounts for 60 percent of total trade. However, some success is to be 
noted in the ROC's endeavours to diversify its markets. Exports to the 
Middle East (primarily Saudi-Arabia and Kuwait) rose 120%; to Canada 
73%; Latin America 69%; Australia 54%; and Europe 49%. Canada is becoming 
an important market, now receiving over 5% of the island's total exports. 
Sharp gains were also registered with the Netherlands, United Kingdom, 
France and Italy. 


c. With the substantial increase in foreign reserve assets, the 
money supply continued to expand rapidly in the first half. By June 30th, 
the money supply had risen US$132 million over end of 1971 levels, an 
increase of 26 percent at an annual rate. Nevertheless, during the period 
under review, a reduction in net domestic credit of US$95 million neutralized 
almost one half of the expansion resulting from the external sector. The 
reduction in net domestic credit was possible through (1) a high rate of 
accumlation of time and savings deposits which rose by 42 percent over the 
second half of 1971 — demonstrating that the traditionally strong propensity 
to save had returned to normal after some hesitation as a result of inter- 
national events in the second half of 1971; (2) a prudent monetary policy 
in restraining credits to the private sector within the limits set by 
increases in time and savings deposits; and (3) the "self-sufficiency" of 
the government sector i.e. a large increase in government deposits within 
the banking system which accommodated not only new borrowings by government 
agencies but also those of government enterprises. 


Nevertheless, a continued rapid expansion of foreign exchange 
assets during the second half will pose severe problems for the monetary 
authorities. A growth in foreign reserves in the second half at the same 
rate as the first would result in a 40 percent increase in the money supply 
by year's end. Just how much such an inflationary increase in the quantity 
of money could be restrained by increasing the savings rate — already at 
high levels — and by restraining credit without impairing effective demand 
and investment levels remains to be resolved. One solution would be 
further liberalization of import controls and a reduction in tariff rates 
in order to prevent a buildup in foreign reserves faster than the monetiza- 
tion requirements and liquidity preference of Taiwan's economic structure. 
Fiscal measure may also be necessary. 








In conclusion it remains difficult not to remain optimistic 
regarding Taiwan's economic prospects per se. One slightly disturbing 
factor noted in the first half was a rapid increase in price indices. 
Wholesale prices, which had shown little change since the mid-sixties, 
and consumer prices have both advanced over 4 percent above first half 
1971 levels. For both indices food items have registered the greatest 
increase, in part due to higher import costs and a poor distribution 
system making high profits for the middlemen. To date non-food items 
have shown only moderate increases. The government is acutely aware of 
the situation and various possibilities are under study to modernize the 
marketing system. Some tariffs on imported food items have also been 
reduced. 


2. Electronics - Taiwan's B Indus 


Although the textile industry is the largest on Taiwan and 
accounts for the single most important export item (30 percent of total 
exports in 1971), the fastest growing major industry, and one which may 
ultimately become the more important, is electronics. Until 1965 this 
industry was practically non-existent except for the assembly of 
transistor radios. During that year only about 50,000 TV sets, 
primarily for local consumption, 600 tape recorders, and electronic 
components with a value of US$500,000 were produced. By the end of 1971 
production had reached 1.9 million television receivers, 337 thousand tape 
recorders, 4.2 million transistor radios, and a large number and variety 
of electronic components valued at over US$80 million. At the present 
time there are more than 300 electronic production facilities located on 
the island, employing over 70,000 workers. Total investment in the 
industry is estimated at close to US$300 million, of which 70/75 percent 
is foreign capital. Many of the most important international electronic 
firms are represented including: RCA, Philips N.V., Motorola, Zenith, 
Matshushita, Sanyo, Admiral, and General Instruments. 


Taiwan's electronic industry has been paced by consumer electronics 
(principally TV sets and transistor radios) followed by electronic com 
ponents (resistors, capacitors, coils, and integrated circuits). The 
phenomenal expansion of TV assembly operations —- primarily for small 
black and white sets -—- has, however, led to the development and growth 
of a number of locally owned satellite industries producing precision 
stamping parts, wire and cable, antennas, cabinets, and speaker systems, 
and has provided for additional growth for component production to 
meet local demand. Although in the past most product assemblers imported 





from 30 to 60 percent of their part requirements, major efforts have been 
made to develop local suppliers. The revaluation of the Japanese Yen has 
given increased impetus to this trend. With the production of TV sets 
expected to surpass 2.5 million in 1972; and according to one industry 
source, 3.25 million in 1973, a significant potential still exists for 
the expansion of component and parts manufacturing by both domestic and 
foreign capital. Within the past year, the production of TV picture 
tubes, has already become an important factor in Taiwan's electronic 
industry. Moreover, although production of color TV sets is still small, 
principally semi-finished chassis for export, the assembly and export of 
large numbers of complete sets on a major scale is not far away. This 
of course will require the manufacture of more sophisticated components 
and a higher level of production technology. 


The main emphasis of electronic production has been for export 
which in 1971 totalled US$250 million. Principal markets have been: 
the United States (primarily TV sets and components); Hong Kong, Japan 
and Europe (components); the Middle East and Southeast Asia (transistor 
radios). Today the domestic market is also becoming an important factor. 
As noted above, an increasingly large portion of components manufactured 
on Taiwan are purchased by assemblers. In addition, local demand for 
consumer electronic item is also expanding. Almost 600,000 TV sets were 
sold on the local market in 1971; and it is now estimated there is one 
set for every three families. The local market for TV is growing at 
about 20 percent a year; radios, refrigerators, and air condition units 
are also selling well. With the steady growth of personal income as a 
result of sustained economic expansion, the local consumer electronic 
market should enjoy at least several years more of prosperity. 


Although the accent has been on consumer electronics and components, 
there are indications industrial electronics may now be ready to enter the 
picture, One firm has commenced production of desk top electronic 
calculators while others are moving into the field of instruments 
(oscillators, voltmeters, oscilloscopes, etc). The government is espe- 
cially interested in foreign investment in testing equipment, digital 
computing scales, electronic computers and electronic therapy equipment; 
and the National Science Council is pushing research in engineering and 
applied science in the fields of electronics, commmnications, and 
industrial technology. Many foreign investor firms not only provide on the 
job training but send qualified workers and technicians to parent company 
plants for advanced training. Consequently, & growing and increasingly 
well trained labor force provides an additional element favoring further 
development of Taiwan's booming electronics industry. 








3. Sixth Four Year Plan (1973-1976) Under Consideration 


The Council for International Economic Cooperation and Development 
(CIECD) has completed its first draft of the Sixth Four Year Plan which 
was subsequently submitted to the Cabinet for consideration. Comments and 
recommendations have been solicited from business and academic circles as ] 
well as various government agencies. It is expected the final plan will 
be adopted in late 1972. 


The Republic of China's four year plans serve as indicative guides 
for the subsequent formation of monetary and fiscal policies in light of 
development objectives. By charting the paths of future economic expansion, 
the plan facilitates investment planning by private enterprise. Moreover, 
tax concessions, preferential credit facilities and other administrative 
assistance are granted to private firms undertaking industrial projects 
envisaged under the plan. The plan will be more instrumental, however, in 
determining government outlays for infrastructure and investment projects 
by government owned enterprises. 


The present draft plan recognizes problem areas in: agriculture 
and lagging infrastructure development; uncertain prospects for some exports 
because of growing nationalism affecting international trade; overdependence 
on a@ relatively small number of foreign markets; an anticipated large 
increase in the number of people coming in to the labor market; and increased 
pressure on prices. Nevertheless, key planned targets are more ambitious 
than previously, encouraged by the rapid sustained economic growth of the 
past decade, the principal average growth targets over the next four years 
as envisaged in the draft plan in terms of the average real rates of 
growth are: Gross Domestic Product, 9.5%; exports of goods and services, 
14.5%; imports of goods and services, 15.2%; industrial production, 12.9%; 
manufacturing, 14.2%; agriculture, 4.1%; private consumption, 8.5%; and 
fixed capital formation, 13.5%. All targets appear easily obtainable and 
many will probably be exceeded. 


Emphasis will continue on investment expenditures and exports as 
the chief determinants of aggregate demand. As a percentage of GNP, exports 
are projected to reach 46.7% in 1976 from an anticipated 39% in 1972 and 
fixed capital formation 30.4% from an expected 26% this year. Government 
consumption is to remain unchanged at 17% of GNP, while private consumption 
should decline slightly to 50% of total product although growing at an j 
annual average rate of 8.5%. According to the plan, the average capital- 
output ratio will rise because of the growing emphasis on capital intensive | 
technology and increased social capital expenditures; the estimate is that : 
present NT$2.6 of capital for each dollar of output will increase to 
NT$3.3 to 1 by 1976. The plan also envisions a high savings ratio — for 


each additional dollar of product, 32.3 cents will be channeled into savings. 





The plan projects the equivalent of US$9.4 billion in capital 
investment over the next four years. Heading the list are the heavy 
(iron and steel, aluminum,machinery, etc) and chemical industries at 
US$3.2 billion followed by transportation and commmications at US$1.4 
billion and public power at US$1 billion. About one third of the total 
capital expenditures will be for imports of needed capital equipment. 

The new emphasis on capital intensive heavy industry is expected to 
transform the island's industrial structure by 1976, when manufacturing 
is expected to account for 32 percent of GNP, with the heavy and chemical 
industries accounting for 58 percent of total manufacturing output. 


Because of uncertainties in the international political and 
economic scene, the draft plan allows for the possibility of a temporary 
slow down in private investment during the next two years. In order to 
avoid any feedback on Taiwan's economic growth, the plan calls for 
increased public investment in this period to meet any shortfalls in 
the private sector. Depending on the situation, the plan suggests the 
institution of appropriate fiscal policies to direct a transfer of 
necessary resources from the private to the public sector to finance the 
additional public investment outlays. 


4. Need to Imprave Fiscal Measures 


Public finance is likely to continue the positive role it has 
played in Taiwan's economic development over the past decade. As noted 
in Section 3 above, the sixth Four Year Plan (1973-76) has contingency 
provisions for greater use of fiscal measures to develop financial 
resources for increased public investment, if local and foreign private 
investment should falter over the next year or two. The tax system 
will also effectively provide incentives to investors and will continue to 
encourage capital accumulation as well (e.g. through exemption from income 
tax on profits generated from specified expansion projects, no tax on 
interest in certain savings accounts, accelerated depreciation, etc). 
The total tax burden has generally been relatively light, not exceeding 
15.5 percent of GNP during recent years. For the past three fiscal years 
the Central Government has recorded a modest budgetary surplus, and 
supplementary budgets may have become a thing of the past. A conservative 
fiscal policy has undoubtedly contributed both to economic growth and 
financial stability. 


The time may be ripe however for certain revisions and for a 
strengthening of fiscal measures to meet the growing social needs, the 


requirements for large expenditures on infrastructure and possibly sharply 
expanded capital investment expenditures, as the ROC economy becomes more 








developed. During recent years, as GNP has increased by approximately 14 
percent a year in current prices, tax revenues and monopoly profits have 


risen at a slower rate (about 11/12 percent). This is the result of 
continued overreliance on indirect taxes, many of which are highly 
inelastic and regressive. Although income taxes in FY 1972 rose to 13 
percent of total @vernment revenues from the 7.5 percent recorded in 

FY 1969, there are opportunities for further expansion and improvement 

of the direct tax structure in order that government income may become 

more responsive to economic growth and can provide the additional financing 
for infrastructure and urban development. Because most direct taxes 

are levied at progressive rates, additional resources would become available 
as the economy continues to expand, reducing the need for higher rates or 
additional levies. 


Nevertheless, indirect taxes will probably continue to remain the 
main source of government reveme (at present over 60 percent) because 
of their ease of collection and their restraint on consumption expenditures. 
However, there is an overlapping myriad ef indirect taxes, many of which 
are "nuisances" rather than significant revenue producers. Although customs 
duties and the commodity tax are the primary sources of revenue in this 
category, other indirect taxes range from the salt tax and stamp tax to 
house tax, deed tax, amusement tax, feast tax, slaughter tax, etc. (about 
twenty altogether), some of which appear to have come down from antiquity. 
Often major sales taxes are levied repetitiously on the same article 
because of the ease of collection. This results in a distortion of the 
price structure and a misallocation of resources to items of higher marginal 
production cost but less tax. For some time the GRC has been debating and 
examining the feasibility of introducing a Value Added Tax as a substitute 
for several of the present sales taxes; but no final decision has yet been 
made. 


GRC fiscal policy also lacks an adequate variety of financial 
instrumentalities. At present the main central government debt instrument 
is the 9.4 percent, 6 year public bond. A favorable trend in rocent years 
has been the acceptance by the public of these bonds as a means for private 
savings. Until 1967 over 50 percent of these bonds were held by banks; 
by June 1972 only 31 percent were held by banking institutions. With 
a strong government financial position and a high private propensity to 
save, the government should now be able to sell debt instruments with 
varying maturities and interest rates to attract additional savings outside 
the banking system. Treasury bills could be employed for short term needs, 
while additional long term bonds could be made available for financing 
specific projects. A small beginning in this direction was made in late 
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1971 with the issuance of NT$500 million (US$12.5 million) in seven year 
Freeway Bonds. Another series of Freeway Construction Bonds for the 
same amount is scheduled for later this year. The introduction of 


Treasury Bills and Notes would also permit the Central Bank to engage 

in open market operations as an instrument of monetary policy. At 
present most interest rates -- outside the unorganized private money 
market -- are set by the government, Taiwan's economy is now approaching 
the stage where consideration should be given to allowing more freedom 

to the market mechanism in this as well as other areas. 


B. IMPLICATIONS FOR THE UNITED STATES 


1. Investment Opportunities Expanding 


In June the GRC decided to ease certain restrictions on foreign 
investment to improve further the investment climate. Major points under 
the liberalization measures include: permission to import capital equipment 
even though it is available in the domestic market and to import a six 
months supply of raw materials on the restrictive list provided they are 
imported specifically for the investment project; permission in certain 
cases to convert investment loan funds (as distinct from equity investment) 
into local currency to meet costs of expansion; greater flexibility to 
investing firms in meeting the percentage of total production required 
for export; a relaxation on terms ani conditions covering royalties for 
technical cooperation; and more liberal consideration of foreign investment 
proposals which might compete with domestic enterprise. An additional 
major improvement would be achieved if there were a further relaxation 
on restrictions governing domestic sales by wholly owned foreign sub- 
sidiaries. With a population of over 15 million (more than Australia) and 
rapidly rising personal incomes (per capita income is projected to grow 
nearly 10 percent annually over the next four to five years and reach $500 
by mid decade) the local mrket should provide increasing opportunities 
for expanded domestic sales, 


The Council for International Economic Cooperation and Development 
in conjunction with the Ministry of Economic Affairs, published in June a 
new list - though not an exclusive list - of foreign investment opportunities 
which cover a wide range of industries. While the detailed listing is 
beyond the space of this report, the following ten principal categories are 
included in the list: (1) basic metal industry, (2) machinery industry, 
(3) transportation equipment manufacturing industry, (4) electronic industry, 
(5) electric machinery and apparatus industry, (6) chemical industry, 
(7) plastic and synthetic resin industry, (8) man-made fiber industry, 
(9) food processing industry, and (10) other manufacturing industries. 








Although some uncertainties have arisen over the past year, the 
balance of factors still are exceedingly favorable for foreign investors. 
These include an absence of economic nationalism, a stable domestic 
political scene, a growing and educated labor force (nine year education 
is free on Taiwan), a positive work ethic, stable unit labor costs, a 
comparatively stable price level, a strong currency backed by large 
foreign exchange holdings as well as many positive tax and investment 
incentives. Devaluation problems, labor disputes, and nationalization 
threats are conspicuous by their absence. Despite basically low labor 
costs, it should be pointed out real wages have, according to one 
international source, increased 20 percent over the past three years 
enabling the work force to share in the benefits of economic growth. 
Rapidly rising productivity, however, during the same period held the 
increase in unit labor costs in manufacturing less than 4 percent. Few 
economies can boast a similar record in recent years. 


2. United States - Taiwan Trade Shows Impressive Gains 


Taiwan's booming economy is providing an increasingly strong 
market for United States' exports. For the second year American exports 
during the first six months increased by more than 40 percent. For the 
first time in many years, imports from the United States surpassed those 
from Japan; and present indications are that the growth rate for 1972 
should surpass 30 percent. U.S. exports during the past half year were 
paced by large sales of machinery and equipment. The so called "non- 
electrical machinery" category showed an outstanding increase of 240 
percent bringing total US sales in this sector to US$161 million. 
Principally responsible for this increase were US exports of nuclear power 
equipment. Other items showing large gains during 1972 were refined 
petroleum products (up 230%) and farm products (up 51%). Moderate gains 
were also registered in the export of electronic supplies and equipment 
and chemicals; on the other hand, declines were noted in the field of 
textile materials and ferrous and non-ferrous metals. The former, however, 
had shown abnormally large growth in 1971. 


Textiles remained the main export from Taiwan to the United States 
(US$142 million), although its growth rate declined slightly in the first 
half from the inflated levels of 1971 when suppliers sought to beat the 
deadline of the threatened dock strike and sought to get under the wire 
on textile import quotas. The largest gain-was registered by electronics, 
primarily TV sets and components. This category demonstrated a 92 percent 
growth rate in the first six months, reaching a level of US$134 million. 
Present projections are for total electronic exports to the United States 





13 


to surpass the $300 million mark in 1972. Further down with respect to 
absolute amount, but registering significant gains, were exports of wood 
products, footwear, and canned fruits and vegetables. Although small in 
total value, exports of rubber products, musical instruments, glass 
products, and fishery products also showed substantial growth. 


Indications are that United States - Taiwan trade should continue 
to expand vigorously over the next few years and may possibly surpass the 
US$4 billion level by the end of 1975. The increased emphasis on heavy 
industry envisaged under the sixth Four Year Plan will require extensive 
outlays for heavy capital equipment, machinery, and engineering services 
(See Sect. 3 above). In addition, the plan calls for the rapid development 
of transportation and communication facilities to strengthen the economic 
infrastructure. Specific items noted in the Plan include: expansion and 
improvements of Keelung and Kaohsiung harbors; construction of a new harbor 
at Taichung; construction of Taoyuan International Airport, establishment 
of an Airmail Processing Center and mechanization of parcel and mail 
processing; procurement of new air navigation, meteorological and microwave 
systems; and continued expansion of the Freeway and present highways. 
Moreover, indications are that increased attention will be given to 
pollution control in future years. The tariff on pollution control and 
water treatment equipment has been slashed almost 50%. The Taipei City 
Covernment is reported working on a pollution control program and the 
Provincial Government is also undertaking measures to reduce the high 
levels of pollution throughout northern Taiwan. With the recent currency 
realignments and the hesitancy of the Japanese government to provide 
adequate credit arrangements, American suppliers are now in an advantageous 
position to satisfy many of these requirements. 








Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 
fewer than 100 employees. 


2: Exports keep 3 million Americans working. Every $15,000 of exports 
equals 1 job. 
3: Taxes can now be deferred on 50% of export profits. 


4: United States exports are a $43 billion-a-year business, and growing 11% 
each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 
sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it’s possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 





market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 


You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren't even in ex- 
port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 


Take advantage of all the services available to you 
from the U.S. Department of Commerce. The Department 





and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 

ucts. 


In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts.. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 

tes. 
Showing your wares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 

Exports mean diversification for your company. 

96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 

ucts. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it’s time you broadened 
your overseas markets. If you're not in exporting, it’s time 
you got started. 

There's no great mystery—and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 
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